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OATH OR AFFIRMATION

I, Vance Gustafson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Gustafson Financial, Inc. , as

of September 30, ,2006 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b} Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(c) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ Capital,

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

{n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

00kl O OCEOROEOEERE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3}.
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Board of Directors &
Gustafson Financial, Inc. <)
San Diego, California

related statements of income and retained earnings and cash flows for the year then ended that you are
filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are
the responsibility of the Company’s management. OQur responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether.the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Gustafson Financial, Inc. as of September 30, 2006, and the results of iis
operations and cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained on pages 8 to 9 are presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by rules 15¢3-1 and 15¢3-3 of the Securities and Exchange Commission. Such information
has been subjected to the aunditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken

as a whole,
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FINANCIAL STATEMENTS




GUSTAFSON FINANCIAL, INC.
BALANCE SHEET

September 30, 2006

ASSETS

CURRENT ASSETS:
Cash and brokerage money
fund in the amount of $10,218
Comunissions receivable

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT, AT COST NET OF
ACCUMULATED DEPRECIATION OF $1,582

OTHER ASSETS:
Deposit on lease (Note 4)

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:
Accrued liabilities
Accrued commissions

TOTAL CURRENT LIABILITIES
STOCKHOLDERS’ EQUITY:
Common stock, no par value, 1,000 shares authorized,
100 shares issued and outstanding
Retained earnings

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

See independent auditors’ report and notes to financial statements.
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$ 11,291
15.845
27,136
645
27.781

$ 1,200
13,709

14,909
15,000
(2.128)
12,872

$__ 27781




GUSTAFSON FINANCIAL, INC.
STATEMENT OF INCOME

For the year ended September 30, 2006

REVENUES:
Commissions $ 230,697
interest income 5419
TOTAL REVENUES 236,116
EXPENSES:
Commissions 175,554
Employee compensation and benefits 24,214
Payroll tax expense 1,893
Insurance 1,269
Legal and professional services 4,250
Licenses 372
Office supplies and expense 2,015
Postage and messenger service 1,051
Regulatory fees 7470
Rents 10,800
Repairs and maintenance 560
Securities quotation services and
other subscriptions 10,886
Telephone 2,880
Other expenses 178
Expense reimbursements from sales agents (7.100)
TOTAL EXPENSES 236,292
NET INCOME BEFORE INCOME TAXES (176)
PROVISION FOR INCOME TAXES (NOTE 3) 800
NET LOSS ) (976)

See independent auditors’ report and notes to financial statements.
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GUSTAFSON FINANCIAL, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

For the year ended September 30, 2006

Common Stock Retained
Shares Amount Earnings Total
Balance - October 1, 2005 100 $7 15,000 §$ (1,152) $ 13,848
Dividends - - - -
Net income - - (976) (976)
Balance - September 30, 2006 100 $ 15,000 $ (2,128)%  12.872

See independent auditors’ report and notes to financial staternents.
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GUSTAFSON FINANCIAL, INC.
STATEMENT OF CASH FLOWS

For the year ended September 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (976)
Adjustments to reconcile net income to

net cash provided by operating activities:
Increase in commissions receivable $ (5,590)
Increase in accrued liabilities 171
Increase in accrued commissions

6,165

Total adjustments 746
NET CASH USED BY OPERATING ACTIVITIES 230
NET DECREASE IN CASH (230)

CASH AND CASH EQUIVALENTS, OCTOBER 1, 2005

11.52]

CASH AND CASH EQUIVALENTS, SEPTEMBER 30, 2006 $ 11291

NOTE: Cash flows from operating activities include cash payments for:

Income taxes 5 800

See independent auditors’ report and notes to financial statements.
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GUSTAFSON FINANCIAL, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

l C

a. Gustafson Financial, Inc. (the Company) operates as a registered broker-dealer in marketable
securities and other financial instruments. Under the terms of its registration agreement, the
Company does not carry customer accounts, and does not receive or hold customer funds or
securities. Security trades on behalf of customers are executed on a “Fully-Disclosed” basis,
wherein all orders from customers are forwarded directly to a reciprocal broker for execution
and all monies are sent directly from the customer to the reciprocal broker. The Company
receives commissions on these trades.

The Company ceased operations in October 2006. Transactions for Company customers are
being handled through another broker/dealer. The Company is expected to be sold or liquidated
within the next several months.

b. The Company uses the accrual method of accounting for financial reporting purposes.
Commission revenue and the related comrission expense are recorded on a trade date basis.

Property and equipment are recorded at cost. Depreciation is provided on a straight-line basis
over an estimated life of ten years. As of September 30, 2006, property and equipment are fully
depreciated.

d. The office lease, more fully described in Note 4, is an operating lease.

e. The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates,

f. For the purpose of the statement of cash flows, cash and cash equivalents have been defined as
demand deposits and highly liquid investments purchased with an original maturity of three
months or less.

2. NET CAPITAL REQUIREMENT:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined under the Rule, shall not exceed 15 1o 1.
Under its registration agreement as a fully disclosed broker-dealer and pursuant to Rule 15¢3-1 of
the Secuntes Exchange Act of 1934, as amended, the Company is required to maintain minimum
net capital of the greater of $5,000 or 6.67% of aggregate indebtedness.

See independent audtitors’ report.




GUSTAFSON FINANCIAL, INC,

NOTES TO FINANCIAL STATEMENTS
(CONTINUED)

September 30, 2006

. NET CAPITAL REQUIREMENT: (CONTINUED):

At September 30, 2006, the Company had net capital of $12,227, which was $7.227 in excess of its
required net capital. This amount may fluctuate on a daily basis. The Company’s net capital to
aggregate indebtedness ratio was .82 to 1.

The Company had no outstanding subordinated liabilities as of September 30, 2006.

. INCOME TAXES:

California income tax expense for the year ended September 30, 2006 was $800. Income and
expenses are included in the determination of taxable income in the same period they are
recognized for financial reporting purposes. Accordingly, there is no provision for deferred income
taxes. There was no federal income tax expense for the vear ended September 30, 2006 due to a

net loss of $976. At September 30, 2006 there remains a federal net operating loss carryover of
$5,082 available for use in the future.

. OPERATING LEASE OBLIGATIONS:

The Company is leasing office space in a commercial office building in the City of San Diego,
California. The original lease term ended and the lease is now on a month-to-month basis and

there are no future minimum lease payments as of September 30, 2006. There is a deposit of $645
with the landlord. .

. STOCKHOLDERS’ EQUITY:

There was no change in ownership of the Company’s common stock nor were there any shares of
stock 1ssued or redeemed during the fiscal year ended September 30, 2006.

See independent auditors’ report.
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GUSTAFSON FINANCIAL, INC.

COMPLIANCE WITH NET CAPITAL REQUIREMENT PURSUANT
TO SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-1

Septem‘ber 30, 2006

AGGREGATE INDEBTEDNESS

MINIMUM NET CAPITAL REQUIRED:
Greater of $5,000 or 6.67% of aggregate indebtedness

ACTUAL NET CAPITAL:
Total stockholder’s equity

Less non-allowable asset:
Deposit on lease

NET CAPITAL
EXCESS OVER REQUIREMENT

PERCENTAGE OF NET CAPITAL
TO AGGREGATE INDEBTEDNESS

RECONCILIATION FROM UNAUDITED NET CAPITAL:
Unaudited net capital at September 30, 2006
as previously reported

Audit adjustments to net capital

AUDITED NET CAPITAL AT SEPTEMBER 30, 2006

See independent auditors’ report.
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$ 5,000

82%

12,227




GUSTAFSON FINANCIAL, INC.
INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS UNDER RULE 15¢3-3 OF THE SECURITIES
AND EXCHANGE COMMISSION
September 30, 2006

Exemption is claimed under Rule 15¢3-3(k)(2)(ii), since all customer transactions are cleared through
another broker-dealer on a fully disclosed basis.

See independent auditors’ report.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SECURITIES AND EXCHANGE
' COMMISSION RULE 17a-5

Board of Directors
Gustafson Financial, Inc.
San Diego, California

In planning and performing our andit of the financial statements of Gustafson Financial, Inc. for the
year ended September 30, 2006, we considered its imternal control structure, including control
activities for safegnarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal control
structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by Gustafson Financial, Inc. that we considered
relevant to the objectives stated in rule 17a-5(g), (1) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and the reserve required by
rule 15¢3-3(e); (2) in making quarterly securities examinations, counts, verifications and comparisons,
and the recordation of differences required by rule 17a-13; (3) in complying with the requirements for
prompt payment for securities under section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System; and (4) in obtaining and maintaining physical possession or
control] of all fully paid and excess margin securities of customers as required by rule 15¢3-3. Tests 2
through 4 (described above) were not performed, as they were not applicable in the circumstances.

QOTHER OFFICES AT: 2965 ROOSEVELT STREET 613 W. VALLEY PARKWAY. SUTTE 330
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The management of Gustafson Financial, Inc. is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to achieve
the SEC’s above mentioned objectives. Two of the objectives of an internal control structure and
the practices and procedures are to provide management with reasonable, but not absolute, assurance
that assets for which Gustafson Financial, Inc. has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or frand may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disciose all matters in the
internal control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the
risk that misstatements caused by error or fraud, in amounts that would be material in relation to the
financial statements being audited, may occur and not be detected within a timely period by employees
in the normal course of performing their assigned functions. However, we noted no matters involving
the internal control structure, including procedures for safeguarding securities, that we consider to be
material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that Gustafson Financial, Inc.’s
practices and procedures were adequate at September 30, 2006, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission,
and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered brokers and dealers, and is not intended to be and should not be used
by anyone other than these specified parties.
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